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DEPARTMENT OF THE AIR FORCE AF REGULATION 40-530
Headquarters US Air Force
Washington DC 20330 A~ \} 4 February 1983

Civilian Personnel ]
SETTING PAY RATES

This regulation contains the Air Force policy for setting pay rates for appropriated fund civilian employees paid
under the General Schedule (GS), Merit Pay System, or under the Federal Wage System (FWS). It does not apply
to employees under the Senior Executive Service or employees specifically excepted under an area or country on spe-
cial pay plans. To set pay rates see the Office of Personnel Management (OPM) regulations issued to carry out its
responsibilities for overall administration of the pay systems. These regulations are issued under the authorities of
title 5 U.S.C. sections 5333 and 5334, for GS employees; section 5402 for General Manager (GM) employees; and sec-
tions 5343 and 5346, as amended by Public Law 92-392, 19 August 1972, for Wage Grade (WGQG), Wage Leader (WL),

and Wage Supervisor (WS) employees.

1. Air Force Policy. It is Air Force policy to pay
employees equitably and fairly and, at the same time,
make sure that the tax dollars are spent as effectively as
possible. The commander, through the civilian
personnel officer, makes sure that employee pay is prop-
erly set according to governing laws and regulations and
that the principles of good management are considered.
Included below are other considerations:

a. Economy in using funds available to employ per-
sonnel. Rates will not exceed those required to attract
qualified personnel within the recruiting area.

b. Local conditions that affect recruiting and retaining
qualified employees.

¢. Equitable treatment of employees.

d. How particular pay actions affect other employees.

e. The qualifications and service history of the em-
ployee concerning the position in which he or she is
being employed.

2. When Pay Rates Are Changed. Pay rate changes
covered by this regulation are made only when taking a
personnel action which changes the employee’s position,
grade, or type of appointment. These pay rate changes
cannot be made retroactive unless the record of the
previous action clearly shows that an established policy,
procedure, or regulation was not applied or was applied
improperly because of an administrative error.

3. How Pay Rates Are Set. To administer pay see the
Federal Personnel Manual (FPM) Supplement 990-2,
Books 531, 536 and 540, for GS and GM employees and
FPM Supplement 532-1, subchapters 8 and 10, for FWS

Supersedes AFR 40-530, 17 May 1971. (See signature
page for summary of changes.)
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employees. ,

a. New Appointments. A new appointment is the first
appointment the employee receives in the Federal ser-
vice, regardless of the tenure of the appointment or the
pay system undeif which the employee’s pay is set.

(1) GS and GM Positions. All new appointments
are made at the minimum step rate of the grade unless
OPM approves a higher rate for appointment of a spe-
cific individual with superior qualifications to a position
at grade GS-11 or above. When a higher minimum rate
is established by OPM for positions in hard-to-fill
categories in a particular area or location, all new ap-
pointments to these positions are made at the minimum
step rate of the special rate range.

(2) FWS Positions. All new appointments are
made at the minimum step rate of the appropriate grade
unless a higher in-hiring rate is authorized by Headquar-
ters United States Air Force (HQ USAF) or a step-rate
above the minimum rate of the grade has been au-
thorized by the lead agency in the wage area for posi-
tions in hard-to-fill categories.

b. Position Changes, Reemployment, and Appointment
Changes. Unless an employee is entitled to a higher
rate by reason of the promotion regulations or the grade
and pay retention regulations, the maximum payable rate
of basic pay on reemployment, transfer, reassignment,
promotion, demotion, or change in type of appointment
is based on the highest previous rate rule contained in 5
CFR 531.203(c) and (d) for both GS and GM em-
ployees, and FPM Supplement 532-1, S8-3c and e for
FWS employees. The highest previous rate must be
based on a regular tour of duty at that rate under an
appointment not limited to 90 days or less, or for a
continuous period of not less than 90 days under one or
more appointments without a break in service.

(1) The pay of an employee who is promoted from
one GS grade to a higher GS or GM grade is set at a
rate that exceeds the employee’s existing rate of basic
pay by at least two within-grade increases of the grade
from which promoted, unless that rate exceeds the max-
imum step rate of the grade. If it exceeds the maximum
of the grade, the employee’s pay is set at the maximum
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of the grade or his or her existing rate of basic pay, if
that rate is higher.

(2) When a GM employee is promoted within or
from the Merit Pay System, the pay is set at the lowest
whole dollar rate of basic pay within the rate range of
the grade to which promoted that exceeds the em-
ployee’s existing rate of basic pay by 6 percent of that
rate or the minimum rate of the higher grade, if that rate
is higher.

(3) An FWS employee who is promoted is paid at

the lowest scheduled rate of the grade to which pro-
moted which exceeds the employee’s existing scheduled
rate of pay by at least 4 percent of the representative
rate of the grade from which promoted. If there is no
rate in the grade to which promoted that meets this
requirement, the employee must be paid the maximum
scheduled rate of the grade, or the existing scheduled
rate of pay, if that rate is the higher.
NOTE: If the promotion is to a different wage area, the
pay entitlement will be determined as if there were two
pay actions; that is, a promotion and a reassignment.
The actions are processed in the order that gives the
employee the maximum benefit.

(4) When an employee’s appointment is changed
while serving in the same position, (GS, GM, or FWS),
the employee’s pay is set at a rate at least equal to his or
her existing rate.

4. Selecting Rates. Within the minimum and maximum
limits in paragraph 3 and after considering the factors in
paragraph 1, the civilian personnel officer or a member
of his or her staff selects the proper rates of pay accord-
ing to the laws and regulations governing the personnel
action. The selecting official has no authority to promise
an employee any specific pay rate. OCPO/MPKMSO is
authorized to sets rates of pay for employees recruited in
the continental United States for employment at overseas
locations.

a. Position Changes. With certain exceptions, the pay
of an employee who is changed or transferred to another
position during a period. of continuous service within the
Department of Defense (DOD) is set at a rate at least
equal to the employee’s existing rate. Some of the
circumstances under which the civilian personnel officer
is either authorized or required to select a lower rate
are:

(1) When the employee’s existing rate is greater
than the maximum rate of the grade, the employee’s pay
cannot be set above the maximum rate of the grade
unless eligible for salary or pay retention under applica-
ble laws or regulations.

(2) When an employee is changed to a lower grade
position under the same pay system or to a position with
a lower representative rate under a different pay system
at the employee’s request, the employee’s pay may be set
at any one of the step rates for his or her grade permit-
ted by the highest previous rate rule.

v A Cwrussy 1983

(3) When a GM employee requests a change to a
lower grade for his or her personal benefit or conven-
ience and a local pay setting policy requires that the
employee’s pay be set so that on promotion the
employee’s pay will not exceed the rate of pay he or she
would have attained had the change to a lower grade
not occurred, reduce the employee’s existing rate of pay
by 6 percent. That result, provided it does not exceed
the maximum rate of the lower grade will become the
employee’s rate of pay in a lower GM position. If the
demotion is to a GS or FWS position, the result com-
puted as above will be compared with the appropriate
GS or FWS pay schedule. If the rate falls between two
rates of the grade, the pay can be set at either the higher
or the lower rate.

(4) When an employee is changed to a lower grade
under one of the reasons listed below, the employee’s
pay is set at the step rate to which the employee would
have progressed had he or she not been assigned to the
higher grade if:

(a) The employee is returned to his or her former
grade or an intermediate grade after a temporary promo-
tion has ended.

(b) The position is allocated to a grade lower
than the grade to which it was tentatively allocated.

(5) When an employee is changed to a lower grade
or reassigned for personal cause, the employee’s pay
may be set at any one of the step rates of the grade
deemed appropriate that does not exceed the employee’s
existing rate.

b. Repromotion. The pay of an employee who is
promoted from a grade to which demoted because of de-
clining a functional transfer or because of a reduction-
in-force (RIF) within DOD is set at a rate at least equal
to the current rate for the grade and step from which
demoted, unless that rate is greater than the maximum
rate of the grade to which promoted. If it is greater
than the maximum rate of the grade, the employee’s pay
is set at the maximum rate unless the employee is able to
retain an existing higher rate.

c. Overseas Return Rights. If an employee has
overseas return rights, the employee’s pay upon return
to his or her former grade in the United States by
exercising return rights is set at a rate at least equal to
the step rate to which the employee would have
progressed had the employee served continuously in the
position he or she left to go overseas. This applies even
though the employee has served in a lower grade while
overseas and the rate so established upon return to the
United States exceeds the rate permitted by application
of the highest previous rate rule or the rate to which
otherwise entitled because of the position change.

d. Reemployment. The pay of an employee who,
after a break in service, is reemployed as the result of
placement through the DOD Priority Placement
Program or from a Reemployment Priority List is set at
a step rate at least equal to the current rate for the grade
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and step the employee held at the time' of separation,
unless the rate is greater than the maximum rate of the
grade. If it is greater than the maximum rate of the
grade, the employee’s pay is set at the maximum rate.
Otherwise, except for those who are exercising their
mandatory reemployment rights, the employee’s pay
may be set at any one of the step rates of his or her
grade permitted by the highest previous rate rule.

e. Mandatory Reemployment. The pay of an em-
ployee who is restored or reemployed as the result of
mandatory reemployment rights is set at a rate at least
equal to the rate the employee would be receiving if he
or she had not left the position.

S. Grade and Pay Retention. Employees eligible for
grade and pay retention will have their pay set accord-
ing to FPM Supplement 990-2, Book 536.

a. Grade retention applies: .

(1) When an employee, who is otherwise eligible, is
placed in a lower-graded position as a result of a RIF
procedure.

(2) When the employee’s position has been reduced
in grade as a result of reclassification. .

(3) For other reasons authorized by DOD. Eligible
employees are entitled to a 2-year grade retention period
unless terminated for various reasons.

b. Section 536.103(b) of OPM’s final regulations au-
thorizes, under certain circumstances, the head of the
agency to offer grade retention to employees who meet
the general eligibility requirements, but do not have a
specific entitlement by law or OPM regulation. Within
DOD, grade retention is extended in the following situa-
tions:

(1) An employee who receives a RIF notice pro-
posing a change to a lower grade or separation accepts a
lower graded position at the same or another DOD
activity. If the position accepted is not at a grade lower
than one which has been offered by his or her activity,
grade retention is granted. If the position accepted is at
a lower grade than one which has been offered by the
activity, grade retention may be granted, provided
management determines that placement in the position is
in the government’s interest.

(2) An employee in an organization undergoing
realignment or reduction but who would not be affected
personally, requests a change to a lower grade. If
management determines that the employee’s change to a
lower grade would result in placement in a more suitable
position for that employee and in a lessening or
avoidance of the impact of the reduction in force on
other employees, grade retention will be granted. .

(3) In other circumstances, when approved by
DOD on an individual case basis. Requests for grade
retention under this section must be fully documented
and sent to HQ USAF/MPKC, Wash DC 20330, to
review and send to DOD.

c. Pay retention is provided at the expiration of the
N e e et

3

grade retention period and also in a number of other
situations when an employee’s pay would otherwise be
reduced. Some of the other reasons are:

(1) Placement of an employee in a formal employee
development program that is generally used gov-
ernment-wide; for example, Upward Mobility, Career
Intern, and Apprenticeship programs.

"(2) A reduction or elimination of a special rate.

(3) Placement from a special-rate position to a
non-special rate position or to a lower special-rate posi-
tion.

(4) Placement in a different pay schedule.

(5) When an employee is not eligible for grade
retention because of a RIF or reclassification of a posi-
tion.

(6) Placement in a position in a lower wage area.

(7) Section 536.104(b) of OPM’s final regulations
that authorizes the head of the agency to provide pay
retention to employees who meet the general eligibility
requirements, but do not have an entitlement by law or
OPM regulation, and whose rates of basic pay would
otherwise be reduced as the result of a management
action. Within DOD, pay retention is extended in the
following situations:

(a) When an employee would otherwise be
granted grade retention under b(1) or b(2) above, but
does not meet the time requirements as specified in §
U.S.C. 5362.

(b) When an employee accepts a lower graded
position designated in advance by the activity as being
hard-to-fill under criteria similar to those used for
extending special rates under FPM Chapter 530,
Subchapter 3.

(c) When an employee is reduced in grade upon
return from an overseas assignment according to the
terms of a preestablished agreement. This includes em-
ployees who are released from the period of service
specified in their current transportation agreement due to
a management initiated action. Also included are those
nondisplaced overseas employees with no obligation to
return who are covered by DOD 1400.20-1-M, Part I,
chapter 4.

(d) When an employee declines an offer to
transfer with his or her function to a location outside the
commuting area, or is identified with such a function but
received no offer at the gaining activity, and is placed in
a lower grade position at the losing activity.

(¢) When an employee accepts a lower graded
position offered by the activity for nondisciplinary rea-
sons of ill health under criteria similar to those used in
meeting the responsibilities for selective placement
instead of disability retirement, as described in FPM
Chapter 306, Subchapter 8.

() When an employee occupying a position
under a Schedule C appointment is placed, other than

- for cause or at the employee’s request, in a position at a

lower grade in the competitive service or another
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Schedule C position.

(8) An employee occupying an Army or Air
Force reserve technician position, who has or is
scheduled to lose eligibility through no fault of his or
her own (that is, "status quo” employee), and who
accepts placement in a lower grade non-reserve
technician position.

(h) In other circumstances, as determined by HQ
USAF/MPKC, resulting from personnel actions initiated
by management to further the agency’s mission, to the
extent that the general intent of the law and regulations
governing grade and pay retention is met.
¢ gh\ @

6. Setting Pay Rates for Employees Under the Merit Pay

ML IN WWTIVY T aAavVIuar y A

System.  Specific pay setting procedures for GM em-
ployees are described in AFR 40-540.

7. Apprentice and Shop Trainee. When employees are
receiving training and instruction designed to qualify
them to perform all required duties in trade and craft
occupations specified in Air Force approved training
programs, they are paid under a special pay plan for
such programs. The special pay plan can be used only
for apprentices or shop trainees. Other training pro-
grams, such as helper-to-journeyman, are not included
under the special pay plan. To establish a special pay
plan for apprentice and shop trainees and to set pay rates
see FPM Supplement 532-1, Subchapter S11.

BY ORDER OF THE SECRETARY OF THE AIR FORCE

OFFICIAL

JAMES L. WYATT, JR., Colonel, USAF
Director of Administration

SUMMARY OF CHANGES

CHARLES A. GABRIEL, General, USAF
Chief of Staff '

This regulation is revised to include the changes brought about by the Civil Service Reform Act of 1978 (Public Law

95-454, 13 October 1978).

% U.S. GOVERNMENT PRINTING OFFICE: 1983-380-969:27
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PAY RETENTION WILL BE EXTENDED TO A FORMER EMPLOYEE WHO IS RECEIVING
INJURY COMPENSATION AND WHO ACCEPTS A JOB OFFER TO A POSITION

THE GRADE OF WHICH IS LOWER THAN THE LAST POSITION HELD IN ORDER

TO RETURN TO ACTIVE EMPLOYMENT."
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